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PHILIPPINES: KEY EQONOMIC INDICATORS 
All values in US$ million unless otherwise indicated 


Exchange Rates (average for periods covered): Annual 
1980: P 7.5114 Percent 
1981: P 7.8996 1980 1981 1982p/ Change a/ 
1982: P 8.5400 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices b/ 35,278.0r/ 38,374.7r/  39,184.4 
GIP at 1972 prices b/ 12, 328.1r/ 12,160.1r/ 1,541.9 


Per Capita GNP, current prices b/ $ 730.2r/ $ 774.8r/ $ 772.2 

Gross domestic capital formation on durable 

equipment, 1972 prices b/ 1,544.3 1,455.4 1,348.0 
Personal income, current prices b/ 26, 282.5 28,892.2 NA 

Indices (1972=100) 

Mining (physical vol. production) 163.4 166.2 NA 
Manufacturing (physical vol. prod) (1978=100) 110.0 117.5 NA 

Average labor productivity c/ 107.9 119.1 NA 
Average industrial money wage h/ 29.85 31.85 31.85 
Labor force (000 workers) 17,608 18,421r/ 18,602 

Average unemployment rate (%) 4.8 5. 2r/ 5.1 
MONEY AND PRICES 
Money supply b/ 3,000.3 2,977.8 2,754.6 
Interest rate (%) d/ 13.2 15.6 14.2 
Indices: Manila (average for December) 

Wholesale prices (1978=100) 365.5e/ 167.1r/ 181.5 
Consumer prices (1978=100) 300. 2e/ 169.4 178.8 
BALANCE OF PAYMENTS 

Central Bank gross reserves f/ 3,155.4 2,707.0 2,542.7 
Outstanding external debt 12, 700.5 14,826.3r/ 16,974.0 
Annual debt service burden (3/82) 1,474.0 1,734.5 2,226.8 
Annual debt service ratio (%) g/ 18.7 19.1 19.4 
Balance of payments -381.2 -560.0 -1,135.0 
Balance of trade -1,939.1 -2, 223.7 -2,646.3 
Exports, f.o.b. 5,787.8 5,722.0 5,020.6 

U.S. share (%) 27.3 30. 4r/ 31.6 
Imports, f.0.b. 7,726.9 7,945.7 7,666.9 

U.S. share (% 23.1 22.5 22.2 

Princ rts from U.S. (1982): Machinery other than electric, $249.0 million; cereals & 
cereal preparations, $184.1 million; electric machinery, apparatus & appliances, $99.8 
million; explosives & miscellaneous chemical products, $76.9 million; chemical elements and 
compounds, $72.2 million; transport equipment, $60.3 million; textile fibers (cotton), $43.4 
million. 

Principal imports from abroad (1982): Petroleum and petrolewm products, $2,039.8 million; 
machinery other than electric, $988.4 million; base metals, $528.3 million; electric 
machinery, apparatus & appliances, $384.8 million; transport equipment, $295.1 million; 
chemical elements & compounds, $259.4 million; cereals and cereal preparations, $242.0 
million; explosives and miscellaneous chemical products, $215.6 million. 
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a/ Comparison between that period in 1982 and similar period in 1981. Percent changes for 
data originally available in pesos were calculated using peso values and therefore will be 
different from dollar comparisons. 

b/ Peso values converted to dollars, using average exchange rate for the period. 

Y, Labor productivity measured in terms of net domestic product per employed person. 

G/ Weighted average of money market rates (borrowing and selling). 

e/ Base year is 1972. 

£/ Reserves outstanding as of end of period. 

g/ For debt of over l-year maturity, as defined by RA 6142, as amended (Central Bank 
definition). 

h/ Effective daily minimum wage rate in pesos for non-agricultural workers in enterprises with 
Capitalization of more than one million pesos. 

p/ Preliminary 

rt/ Revised 

Sources: Central Bank, National Economic and Development Authority, National Census and 
Statistics Office, Ministry of Labor. 





ECONOMIC DEVELOPMENTS 


Summar 


Faced with continued weakness in demand for primary 
export products in its major overseas markets, the 
Philippine economy performed below expectations during 
1982. Overall, GNP growth was estimated by the government 
at 2.6 percent for the year. The strongest economic 
performance was turned in by the utility industries 
(electricity, gas and water) which grew by 6.2 percent 
during the year. The construction industry was the second 
best performer, with a 4.4 percent rate of growth. Both 
of these industries benefited greatly from the heavy 
countercyclical spending program of the Philippine 
government during the first three quarters of the year. 
Since September of 1982 such spending has been curtailed 
and those industries are expected to grow more slowly in 
1983. Two other important sectors did less well during 
the year. Mining and quarrying declined by 1.5 percent, 
repeating the downward trend begun in 1981. The decline 
in the world price of copper was especially damaging to 
the industry and during 1982 at least four more mining 
companies ceased or greatly curtailed operations. While 
not as bad as mining, the manufacturing sector performed 
very poorly compared to previous years with a growth rate 
of only 2.4  #42percent. Exports of non-traditional 


manufactured products fell during the year causing much of 
the weakness in the manufacturing sector. Overall, the 
value of exported goods in 1982 fell almost 13 percent 
below 1981 levels while imports fell by only 3.5 percent. 
The terms of trade declined by 8 percent during the year 
as the peso continued its steady depreciation against the 
dollar and Philippine export commodity prices declined. 


Investment has remained at very low levels reflecting 
the continued cautiousness in the business community over 
interest rates and inflation. Although liquidity in the 
commercial banks grew by 23 percent during the year, there 
was little downward movement in lending rates which 
remained above 18 percent for prime borrowers. Much of 
the lending during the year is believed to have been 
refinancing and trade finance rather than for new project 
investment. Some interest rates have declined in nominal 
terms during the year but in real terms interest rates 
have remained between 4 and 5 percent, well above the old 
real rate in the late 1970's of less than one half of one 
percent. 





The external accounts registered record high deficits. The 
merchandise trade deficit was $2.8 billion and the current account 

was in deficit by $3.35 billion for the year. Overall, the balance 

of payments registered a deficit of $1.13 billion, more than double 

the $560 million BOP deficit in 1981. Continued high interest rates 
and oil prices during most of the year were a major factor in the 
external accounts deficits and as these two costs decline, the deficits 
should be reduced in 1983. Projections by Government of the Philippines 
for 1983 call for GNP growth rate of between 3 and 4 percent, modest 

by Asian LDC standards but probably realistic under current circumstances. 
Agribusiness, services and light manufacturing are expected to lead the 
economy in 1983. 


Additional measures are being taken to limit government borrowing to 
reduce pressure on interest rates and to promote inward investment by 
companies in industries of primary interest to the Government of the 
Philippines. These include electronics, certain chemicals and 
pharmaceuticals, and garments among others. A revision of the Investment 
Incentives Act has been approved and efforts are underway to encourage 
expansion of the industrial base. In this regard, the World Bank has 
approved the second Structural Adjustment Loan for the Philippines 
totalling more than $300 million. This loan will support improvements 
in the energy sector of the economy and will support the investment 
incentives program. 





DOMESTIC ECONOMIC PERFORMANCE 


1982 was a difficult year for the Philippines. The 
growth rate of GNP was 2.6 percent, well below the 1981 
growth rate of 3.8 percent and less than half of the 
country's average annual growth rate of 5.85 percent 
during the last decade. Particularly troublesome were the 
poor performances of several key sectors of the economy 
which had been viewed as the brightest prospects for the 
future. These include the garment industry, manufactured 
wood products and handicrafts. The financial industry 
reported higher earnings during the year but there is some 
concern about the reliability of some loan portfolios. 
Very high interest rates continued to plague the sector. 


Inflation abated during the year and is expected to 
continue to decline in 1983. The consumer price index 
rose by about 10 percent during the year but the rate 
decelerated in the last semester. By December, the rate 
was less than 6 percent on an annualized basis. 


The commercial prime rate remained at 18 percent 
during the year and consumer loan rates ranged between 25 
and 40 percent. This situation kept demand low for major 
purchases by households and the industries supplying these 
products (autos, appliances, etc.) reported large losses 
for the year. Gross value added in the transportation 
equipment sector declined by 3.0 percent year to year 
(y/y) while chemicals and chemical products declined by 
3.7 percent y/y. In comparison, several of the more 
Mature parts of the manufacturing sector performed 
surprisingly well. Food product manufactures, which 
comprise 33 percent of all manufactures, grew by 3.5 
percent y/y while the basic metal industries (3.2 percent 
of all manufactures) grew by 11 percent y/y. Overall GNP 
growth by sector can be seen in the following table. 


Philippine GNP* at 1972 Prices 
(Million Pesos) 
Percent 
Of Total 
GNP 


I. Agricultural,Fishery 
and Forestry 24,608 25,465 25.8 


II. Industrial Sector 34,963 35,916 36.4 
III. Service Industries 36,613 37,650 38.2 


IV. Net Factor Income 
from the World -119 -463 47 


GNP 96,065 98,568 


*Preliminary 





The performance of the commercial agricultural sector was 
relatively strong in 1982. As a result, its share of GNP 
rose faster than other sectors. A major factor in the 
slow GNP growth rate in 1982 was the rapid increase in 
factor payments to the rest of the world. These include 
royalty fees, interest payments and repatriated profits as 
well as payments for services. 


In response to the sluggish economy, the government 
followed a vigorous countercyclical spending policy during 
the first three quarters of the year in an effort to buoy 
the economy until external market demand improved. As a 
result, the budget deficit for 1982 was P14.4 billion 
(US$1.7 billion at P8.5=US$1) or 4.3 percent of GNP. The 
spending program was effective in some sectors. 
Residential construction is estimated to have increased by 
14.4 percent (y/y) and government construction went up by 
5.5 percent (y/y). Nevertheless, by mid-year’ the 
Philippine government decided to reverse course and to 
limit expenditures, particularly those for 
infrastructure. It also adopted measures to raise 
additional revenues. By year end expenditures reached 
P52.6 billion, up 9.5 percent from 1981, while revenues 
reached P38.2 billion, up 6.3 percent (y/y). The 
resultant deficit was financed mostly (P12.3 billion) by 
domestic rather than foreign (P2.1 billion) borrowing. 
Foreign borrowing constituted only 14.9 percent of the 
deficit finance package in 1982. This was a marked 
contrast to 1981 when foreign credits of P5.9 billion 
financed 49 percent of the GOP deficit of P12 billion. 
The effect of this heavy reliance in 1982 on domestic 
borrowing was the continued upward pressure on domestic 
interest rates. However, money market rates did decline 
slightly over the year from a high of 17.6 percent to a 
low of about 15.8 percent. As inflation fell to 10 
percent by year-end, the real interest rate (nominal less 
inflation rate) remained at record high levels, between 4 
and 5 percent. In addition, other financial rates 
remained high throughout the year with no decline in 
nominal rates. This represented an increase in real 
interest rates for those funds. The corporate prime rate 
is the best example of this situation. 
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On the revenue side, taxes contributed P32 billion (85 
percent) of total budgetary revenues and non-tax receipts 
contributed P4.1 billion (15 percent). On the 
disbursement side, current operating disbursements 
accounted for P30.9 billion (almost 60 percent of total 
expenditures) while capital outlays required P18 billion 
(about 35 percent). The remaining 5 percent was 
distributed in various categories. The government also 
instituted new revenue measures including imposition of an 
across-the-board tariff increase of 3 percent on all 
imports. It has also imposed a requirement that customs 
duties and fees be paid at the time a letter of credit is 
opened for an import’ transaction. These steps are 
expected to produce P1.5 billion in new revenue for the 


GOP in 1983 as well as reduce the trade deficit by 
limiting imports. 


--TOTAL 


et aed 


HONBUDGET 
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rat oe GOVERNMENT 
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The budgetary stringency is expected to continue for 
some time and will probably affect funding of the 
remaining projects proposed under the Major Industrial 
Projects (MIPs) program. Some of these have already been 
suspended (aluminum) or are moribund (coconut industry 
restructuring) while others are nearing completion (copper 
smelter) or are under active negotiation (steel making). 
There is no doubt that those which are not actively under 
construction will be delayed by the GOP's budgetary 
problems. The GOP has recently announced plans to shelve 
the large diesel manufacturing program for the time being. 


CURRENT GPERATIGNS--- 


CAPITAL--- 





EXTERNAL ACCOUNTS 


The external accounts in 1982 suffered their worst 


year ever. The trade account deficit was $2.8 billion 
while the current account was in deficit by $3.34 
billion. On the positive side of the ledger, transfers 
into the country were $443 million, net inward investment 
was $259 million, and net long term loans were $1.473 
billion. In addition, $202 million of short term capital 
and $278 million of monetized gold also helped offset 
outflows in the current account. However, the balance of 
payments deficit by year-end was $1.135 billion, double 
the BOP deficit of $560 million in 1981. As a result, 
capital transfers from the rest of the world in 1982 were 
$2.4 billion. International reserves of the Central Bank 
fell during the year and by year end stood at $2.54 
billion. Commercial banks had additional gross foreign 
exchange assets of about $2.7 billion. Much of the 
decline during the year was due to a reduction in holdings 
of foreign exchange and SDRs. Foreign investments also 
declined by $270 million. On the other hand, gold 
holdings increased by $315 million. In response to the 
weak economic performance and the external accounts 
deficits the peso continued to depreciate. The monthly 
average rate for 1982 was P8.54 = $1, down 8.1 percent 
from 1981 when the monthly average rate was P7.8996 = $1. 
On a year-end to year-end basis, the depreciation rate was 
even more dramatic, running at 12.8 percent 
(end-of-December over end-of-December). 


In contrast to the peso/dollar exchange rate the peso/yen 
exchange rate appreciated during the year by about 3.5 
percent. (Please see graph.) While there were many 
factors involved in the shifting trade patterns between 
the Philippines and its many trading partners, the 
exchange rate shift reinforced the relative strengths or 
weaknesses of each nation's competitive position here. 
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FOREIGN DEBT 


Total outstanding fixed term foreign debt of the 
Philippines reached $12.96 billion by the end of 1982. 
This was up from $11.37 billion at the end of 1981. Of 
the total at year end, borrowings by the GOP accounted for 
$7.68 billion (59 percent) while borrowing by the private 
sector accounted for $5.28 billion (41 percent). In 
addition to the fixed term foreign debt, another $4 
billion was owed on revolving credit accounts mostly for 
trade finance. Oil trade finance accounted for a good 
part of this amount. As oil prices decline we estimate 
that approximately $320 million in import costs will be 
saved and trade finance requirements will also be reduced 
by approximately $450 million. Servicing the foreign debt 
in 1982 required payments of $1.083 billion for fixed term 
debt and required $2.226 billion overall. 


The GOP stayed below its target ceiling of $2.4 
billion in new foreign debt commitments in 1982 and has 
set an even lower ceiling of $2 billion for 1983. At 
least half of this year's borrowing will be official 
development assistance rather than commercial loans. This 
will further improve the maturity structure of outstanding 
foreign debt. 


TRADE PATTERN 


According to the latest data from the National Census 
and Statistics Office, Philippine imports fell during 1982 
by 3.5 percent to $7.667 billion (FOB). Imports from the 
U.S. fell to $1.702 billion, down by 4.6 percent 
reflecting slow economic activity and the steady 
depreciation of the peso vis-a-vis the dollar. Imports 
from Japan grew by 2.5 percent to $1.532 billion in 1982 
reflecting the stronger peso/yen rate. Imports from Saudi 
Arabia and Kuwait declined by 12.1 and 30.6 percent 
respectively as GOP crude oil and petroleum product 
purchases declined and domestic inventories of petroleum 
products were reduced to 83 days supply during the year. 


PHILIPPINE IMPORT SOURCES 
TOTAL IMPORTS _IN 1982 
$7,666.9 MILLION 
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Exports were disappointing, with only the 
semiconductor industry performing up to expectations with 
sales of over one billion dollars in 1982. The value of 
garment exports fell by 19.8 percent from 1981 levels as 
demand in the U.S. and Europe declined. While the weaker 
peso should in the longer term, lead to _ increased 
Philippine exports in this industry, the immediate impact 
of the depreciation was to reduce export earnings. The 
value of total exports of nontraditional products fell by 
3.8 percent (y/y) while traditional export product sales 
declined by over 22 percent. Preliminary estimates 
indicate sugar exports fell by 29 percent, coconut oil 
exports fell by 22 percent and copper exports fell by over 
28 percent. 


Hi 


1982 


Fon, 
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PHILIPPINE EXPORT MARKETS 
TOTAL EXPORTS IN 1982 
$3,820.6 MILLION 


ENERGY DEVELOPMENTS 


The Philippines registered significant successes in 
the implementation of its energy program in 1982. The 
country's dependence on imported oil was’7 reduced, 
continuing the trend of the last eight years. Imported 
oil made up 68 percent of primary energy consumption in 
1982 as compared to 72 percent in 1981 and over 90 percent 
in 1974. The percentage should continue to decline in 
1983 as geothermal and hydro-electrical generating units 
come on line replacing fuel oil and diesel generation. 
Significant reductions in fuel oil use are expected to 
result from the conversion of cement plants to coal use. 
The Ministry of Energy (MOE) estimates that imported oil 
consumption will fall to less than 40 percent of total 
primary energy consumption by 1986. 





Total crude oil imports declined by 6.2 percent in 
1982 as the government reduced stocks from more than 130 
days supply in the first quarter to 83 days supply at the 
end of the year. Consequently, the country's oil bill 
(crude and products) declined from $2.5 billion in 1981 
(CIF) to $2.2 billion in 1982. The government expects to 
hold the oil bill below $2.1 billion in 1983. 


Consumption of petroleum products remained stable in 
1982. Total consumption was 75 million barrels a decline 
of only .4 percent from 1981. Consumption of diesel oil 
and premium gasoline increased by more than 4 percent 
each, while regular gasoline declined by 17 percent and 
fuel oil by almost 4 percent. The government expects 
total consumption of petroleum products to remain constant 
in 1983. 


The country benefited very little from lower crude 
oil and product prices in 1982 because much of the 
country's imports of crude oil are made under 
government-to-government contracts based on official 
prices. The recent OPEC decision to cut its reference 
price by $5/barrel should bring substantial benefits. We 
estimate that the price drop could mean savings of about 
$320 million on 1983 crude oil and petroleum product 
imports of 70 million barrels. 


Domestic oil production increased from 1.4 million 
barrels in 1981 to 3.3 million barrels in 1982. The 
increase was due to new production from the Matinloc field 
northwest of Palawan. Production in 1983 should show an 
additional increase to about 5 million barrels. However, 
despite new exploration incentives granted by the 
government, exploration activity in the Philippines is 
declining and little drilling activity is expected to take 
place in 1983. A number of factors have contributed to 
the slowdown in exploration, but the major factor has been 
the relative lack of success in locating large oil bearing 
structures. 
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Philippine programs for the development of alternate 
energy sources are expected to continue despite recent 
declines in oil prices. Two major geothermal fields are 
expected to begin generating electricity this year. Three 
units totalling 112.5 megawatts will be inaugurated in 
Tongonan, Leyte, and three more (also 112.5 MW) will be 
inaugurated in the Palimpinon field (Negros). Both fields 
are scheduled for additional units in 1986. Some 
hydroelectric generating units in Mindanao and Luzon are 
also scheduled for completion in 1983. 


Electrical generation in Luzon and Mindanao has been 
curtailed significantly in the first. quarter of 1983 
because of low water levels in dam reservoirs. Hydro 
generation in Mindanao has been as low as 50 percent of 
capacity according to officials and may drop lower if the 
current drought being experienced in a large part of the 
country continues. Luzon has been affected to a lesser 
degree because its generating base is more diversified 
with fuel-fired and geothermal units and because the lack 
of water has been less severe on Luzon than Mindanao or 
the Visayas. 


The government continues to encourage coal use when 
it is economically advantageous. The National Coal 
Authority is moving ahead with its coal infrastructure 
program with the construction of coal terminals, mixing 
facilities and port facilities. The National Power 
Corporation has one 300 MW coal-fired power plant under 
construction in Batangas. It is planning to add an 
additional 225 MW of generating capacity in Eastern 
Mindanao. Domestic coal production capacity is expanding 
significantly with the development of coal deposits in 
Semirara Island, Mindanao and Luzon. 


PHILIPPINE PRIMARY ENERGY 
CONSUMPTION 
¢ MBOE > 





AGRICULTURAL DEVELOPMENTS 


Philippine agricultural production in 1983 has been 
adversely affected by a drought which began in November 
1982. Since that time rainfall in the Visayas and 
Mindanao has been about 60 percent below normal. 
Production of corn is expected to be about 250,000 m.t. to 
300,000 m.t. below previous expectations and the National 
Food Authority has increased its imports of corn to cover 
this expected shortfall. Rice production may be down as 
much as 100,000 m.t. However, domestic stocks appear to 
be more than sufficient. Sugar cane production was down 
as much as 10 percent but sugar content was up appreciably 
and, thus, total sugar production should not be unduly 
influenced by the drought. Coconut (copra) production 
will be lower in 1984 due to the drought. 


LABOR DEVELOPMENTS 


The labor market has continued to suffer with the 
downturn in the economy. Official statistics show only 
5.1 percent unemployment as of the third quarter of 1982, 
but considerable de facto unemployment is unquestionably 
hidden in the “underemployment" category which comprises 
27.3 percent of the workforce. Given the current economic 
trends, the prospects for generating domestically the 


approximately 700,000 new jobs needed annually, are poor. 
Statistics on the average workweek and average wages are 
unavailable. Surveys conducted in 1982 indicate that 
wages for unskilled labor actually declined, while the 
increases for skilled and white collar workers’ were 
smaller than the previous year. 


The 1982 employment picture was brightened by growth 
in the export of labor. According to Ministry of Labor 
statistics, a total of 353,954 workers (289,785 
land-based; 64,169 sea-based) were placed overseas in 
1982, a 25 percent increase over 1981. There is concern 
that lower oil prices may reduce the demand for Filipino 
workers in the Middle East, the largest market for 
Filipino labor abroad. Following a visit there in 
February 1983, the Minister of Labor gave assurances that 
there would be no reductions in Filipino labor in Saudi 
Arabia which is by far the largest single country 
employer, but the Minister was less confident about the 
situation in other oil-producing countries. The demand 
for unskilled workers overseas is reportedly declining, 
while the demand for skilled workers is increasing at a 
rate which strains the existing pool of trained workers. 
There are some reports of shortages of skilled workers for 
domestic industry, but the problems does not appear 
serious. 
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For 1982, the number of officially declared strikes 
and the total number of workers involved dropped 
substantially from 1981, but the number of man-hours lost 
increased as several major strikes dragged on for months. 
The trend thus far in 1983 is also towards fewer work 
stoppages. Concern for preserving jobs during an economic 
slump has been a factor in lessening union militancy, 
while legislation and government policy -- particularly 
for export-oriented industry -- have inhibited strikes. 


PROSPECTS FOR 1983 


There are already signs that 1983 will see a marked 
improvement in the performance of the Philippine economy. 
Construction of residential buildings is expected to 
continue at a healthy pace, while the decline in oil 
prices will ensure continued moderation in inflationary 
pressures. Some improvement in world prices for the 
principal commodity exports, especially copper and coconut 
oil, has already occurred and further improvement is 
expected. The strict borrowing limitation of the past 
should ensure there will be only marginal growth in the 
foreign debt service costs this year. Preliminary figures 
indicate that the GOP has exceeded targets to limit the 
budget deficit for the first quarter. As the deficit 
shrinks, some improvement in the real interest rate may be 
expected, leading to faster investment rates by the 
private sector. There is some concern that many of the 
projects planned for 1983 by the GOP will be delayed or 
shelved because of restrained spending levels. Several of 
the major industrial projects have been modified, as noted 
above, but others are expected to be continued, providing 
some additional stimulus to the economy. 


Imports during the first quarter of this year are off 
sharply and exports, particularly of nontraditional 
products seem to be increasing. The GOP projection of a 
current account deficit of $2.5 billion and a balance of 
payments deficit of $500 million are achievable under the 
current circumstances. 





IMPLICATIONS FOR UNITED STATES TRADE 


There are several areas of opportunity available to 
American firms. These include energy development, major 
industrial projects, infrastructure development, telecommunica- 
tions and supply of industrial and consumer goods. 


In spite of declining oil prices, the Ministry of Energy 
(MOE) is proceeding with the development of several major 
alternate energy developments. These include: 


1. Expanded development of the coal fields at Semirara, 
including development of the new Himalian field. Substantial 
resources will have to be devoted to exrloration, mining and 
transportation of coal. 


_ 2. Construction of a 1.5 billion dollar hydro-electric 
project at San Roque. Turn-key bids are still being evaluated 
and substantial contracting opportunities are available. 


3. There are.other opportunities available to American 
firms with biomass, wind, thermal, solar and small scale hydro- 
electric technology. 

The GOP's eleven major industrial projects include: 

1. Aluminum Smelter - Indefinitely shelved. 

2. Copper Smelter - Phase one is in operation. Bids 
are being solicited for future expansion. A copper fabrication 
plant is also a possibility. 

3. Integrated Steel Mill - Most of the sub-segment turn- 
key contracts have been awarded, but there are several substan- 
tial supply opportunities still available. 


4. Phosphate Fertilizer Complex - On hold. 


5. Diesel Engine Manufacturing Plant - Small diesel 
plant completed and in limited production. Heavy diesel plant 
is on hold. 


6. Heavy Engineering Industry - In bid selection status. 


7. Rehabilitation and Expansion of the Cement Industry - 
Eight major cement plants have completed the process of 
converting from oil to coal power generation. There are still 
opportunities for plant expansion, and for conversion from wet 
to dry process in some plants. 





8. Coconut Industry Rationalization - Status uncertain. 
9. Manufacture of Alcogas - On hold. 


10. Pulp and Paper Mill - Substantial opportunities exist 
for modernization of existing plant, consulting work and plant 
expansion. 


11. Petrochemical Complex - Status uncertain. 


The Ministry of Human Settlements continues to exnand 
the scope of its activities and there will apparently be 
ongoing bid opportunities in areas such as water and sewage 
treatment, and housing. In addition, projects financed by * 
the Asian Development Bank, The World Bank and the International 
Bank for Reconstruction and Development can provide opportun- 
ities for American firms. 

A national telecommunications project has been announced 
and bid specifications and criteria are in the process of 
being prepared. The program will probably encompass all the 
national regions,except Ilocos and Metro Manila, and will cost 
more —_ one billion U.S. dollars over a five-year construction 
period. 


At the present time market prospects for the following 
products appear to be favorable: 


1. Computers and Related Equipment 
Metalworking and Manufacturing Equipment 


Construction Equipment 


Mining and Extraction Machinery 


Printing and Graphic Arts Equipment 


2 
3 
4. Security and Safety Equipment 
5 
6 
7 


Analytical and Scientific Instruments 


In addition, the U.S. Department of Commerce maintains 
a list of consumer items that may be exported to the Philippines. 
While these items may be heavily taxed, there is a market of 
brand conscious upper income Filipinos ‘who will purchase "made- 
in-USA" goods. 





In order to compete in the local marketplace, it is 
necessary to have efficient and reliable local dealers, agents 
or re>resentatives. It is necessary to reinforce the distrib- 
ution network established by frequent visits by senior manage- 
ment personnel. As an alternative, smaller companies may choose 
to enter the market by entering into relationships with one of 
the newly established Export Trading Companies. Since the 
establishment of the export trading company legislation, 
several trading companies have commenced operations in the 
Philippines. 


The U.S. Department of Commerce (USDOC) in cooperation 
with the Embassy, will be conducting the following trade 
promotion activities in Manila in the near future. Any firm 


interested in participating should contact its nearest USDOC 
District Office. 


Mining & Extraction Machinery 
Video Catalog Show Sept. 26-28, 1983 


Instrumex '83, Trade Fair Sept. 21-24, 1983 


Food Processing & Packaging, 
Video Catalog Show March 1984 


Coal Expo '84, Trade Fair March 13-16, 1984 


Interface '84 (Computer) 
Trade Fair April 1984 


Agricultural & Industrial 
Chemicals, Video Catalog July 1984 


Machine Tools, Trade Fair July 1984 


Plastics Manufacturing & Raw 
Materials, Seminar Mission August 15-17, 1984 


Metalworking April 1985 
INVESTMENT CLIMATE 


In general foreign investors may own from 30 to 100 
percent of any non-retail business. In order to have 100% 
foreign ownership allowed by the Board of Investments (BOI), 
a business must be classified as either "Pioneer" or be fully 





export oriented. Labor intensive and export oriented business 
can receive substantial investment incentives from the BOL. 


The BOI has re-written the Investment Incentives Act this 
year. While no changes have been made that could be referred 
to as major, and therehave not been any new incentives offered 
that by themselves would dramatically tilt the balance of 
investment incentives in favor of the GOP vis-a-vis other 
possible investment sites, no negative changes were promulgated. 
The changes could perhaps best be described as technical 
adjustments. The BOI wishes to encourage foreign investment 
in the Philippines, provided that such investment does not 
displace or disrupt existing national capacity and offers 
future possibilities for local participation and upgrading of 
technology and systems. The BOI is particularly interested in 
attracting new investment for export production. Several new 
measures have been adopted towards this end including establish- 
ment of a facility to allow foreign investors to enjoy the 
—* of residential property ownership, something previously 
enied. 


While investment decisions must be made with reasonable 
prudence and evaluation of current circumstances, the Post is 
actively promoting investment missions to the Philippines. 


Potential investors are urged to contact the Embassy or their 
local USDOC District Office for specific information on invest- 
ments in various industry sectors in the Philippines. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:508 





Confused about Export The Eaport Admiisnadon Regulations 


guide to the rules control- 


Licensing Requirements? ing exports of US. product, newer 


your questions on export licensing 
requirements: 


e When is an export license necessary? 
e When is it not necessary? 
e How do | obtain an export license? 
or e What Policies are followed in consider- 
1) | lee ing license applications? 
« — 
6 ee 
tain countries 
ICDL/LBLY ° Are restrictive trade practices and boy- 
cotts prohibited? 
e Do! need a license to ship technical 
data? 
e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 

Use the order blank below to begin your 
subscription to the Export Administration 
Regulations. 

SUBSCRIPTION RATES 


in the United States $105.00 
To foreign countries $131.25 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 


LITT ARE AES 8 eR OTT RT NIE FEES gE EI Rl 2 PEA ES AONE SE IRN MEI EE SES EI TRO ARLE IS ALS INE SLT DINE OIL LON I EE LITE TSIEN ATI SE LL SEE MOLT 

ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 

Enclosed is $________._ 0 check, = 

CO money order, or charge to my Total charges $___.__ Fiil in the boxes below. 

Deposit Account No. Credit 

(fTITLII H+) Card No. SELERES LER KE RHEE 
Expiration Date 

rer ie a Month/Year wnee 


Please send me___set(s) of the U.S. Department of Commerce Export Administration Regulations and 
supplementary Export Administration Bulletins for the publication period beginning October 1, 1962. 


Name—First, Last 
eae name or steals Lit line 


treet address 


ity tate ZIP Code 


(or aches 


PLEASE PRINT OR TYPE 








